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in effect during any period that the
subrecipient has control over CDBG
funds, including program income.

(b) At a minimum, the written agree-
ment with the subrecipient shall in-
clude provisions concerning the fol-
lowing items:

(1) Statement of work. The agreement
shall include a description of the work
to be performed, a schedule for com-
pleting the work, and a budget. These
items shall be in sufficient detail to
provide a sound basis for the recipient
effectively to monitor performance
under the agreement.

(2) Records and reports. The recipient
shall specify in the agreement the par-
ticular records the subrecipient must
maintain and the particular reports
the subrecipient must submit in order
to assist the recipient in meeting its
recordkeeping and reporting require-
ments.

(38) Program income. The agreement
shall include the program income re-
quirements set forth in §570.504(c). The
agreement shall also specify that, at
the end of the program year, the grant-
ee may require remittance of all or
part of any program income balances
(including investments thereof) held by
the subrecipient (except those needed
for immediate cash needs, cash bal-
ances of a revolving loan fund, cash
balances from a lump sum drawdown,
or cash or investments held for section
108 security needs).

(4) Uniform requirements. The agree-
ment shall require the subrecipient to
comply with applicable uniform re-
quirements, as described in §570.502.

() Other program requirements. The
agreement shall require the sub-
recipient to carry out each activity in
compliance with all Federal laws and
regulations described in subpart K of
these regulations, except that:

(1) The subrecipient does not assume
the recipient’s environmental respon-
sibilities described at §570.604; and

(ii) The subrecipient does not assume
the recipient’s responsibility for initi-
ating the review process under the pro-
visions of 24 CFR part 52.

(6) Suspension and termination. The
agreement shall set forth remedies for
noncompliance and provisions on ter-
mination in accordance with 2 CFR
part 200, subpart D.

24 CFR Ch. V (4-1-17 Edition)

(T) Reversion of assets. The agreement
shall specify that upon its expiration
the subrecipient shall transfer to the
recipient any CDBG funds on hand at
the time of expiration and any ac-
counts receivable attributable to the
use of CDBG funds. It shall also include
provisions designed to ensure that any
real property under the subrecipient’s
control that was acquired or improved
in whole or in part with CDBG funds
(including CDBG funds provided to the
subrecipient in the form of a loan) in
excess of $25,000 is either:

(i) Used to meet one of the national
objectives in §570.208 (formerly
§570.901) until five years after expira-
tion of the agreement, or for such
longer period of time as determined to
be appropriate by the recipient; or

(ii) Not used in accordance with para-
graph (b)(7)(i) of this section, in which
event the subrecipient shall pay to the
recipient an amount equal to the cur-
rent market value of the property less
any portion of the value attributable
to expenditures of non-CDBG funds for
the acquisition of, or improvement to,
the property. The payment is program
income to the recipient. (No payment
is required after the period of time
specified in paragraph (b)(7)(i) of this
section.)

[63 FR 8058, Mar. 11, 1988, as amended at 53
FR 41331, Oct. 21, 1988; 57 FR 27120, June 17,
1992; 60 FR 56915, Nov. 9, 1995; 68 FR 56405,
Sept. 30, 2003; 80 FR 69873, Nov. 12, 2015; 80 FR
75938, Dec. 7, 2015]

§570.504 Program income.

(a) Recording program income. The re-
ceipt and expenditure of program in-
come as defined in §570.500(a) shall be
recorded as part of the financial trans-
actions of the grant program.

(b) Disposition of program income re-
ceived by recipients. (1) Program income
received before grant closeout may be
retained by the recipient if the income
is treated as additional CDBG funds
subject to all applicable requirements
governing the use of CDBG funds.

(2) If the recipient chooses to retain
program income, that program income
shall be disposed of as follows:

(i) Program income in the form of re-
payments to, or interest earned on, a
revolving fund as defined in §570.500(b)
shall be substantially disbursed from
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the fund before additional cash with-
drawals are made from the U.S. Treas-
ury for the same activity. (This rule
does not prevent a lump sum disburse-
ment to finance the rehabilitation of
privately owned properties as provided
for in §570.513.)

(ii) Substantially all other program
income shall be disbursed for eligible
activities before additional cash with-
drawals are made from the U.S. Treas-
ury.

(iii) At the end of each program year,
the aggregate amount of program in-
come cash balances and any invest-
ment thereof (except those needed for
immediate cash needs, cash balances of
a revolving loan fund, cash balances
from a lump-sum drawdown, or cash or
investments held for section 108 loan
guarantee security needs) that, as of
the last day of the program year, ex-
ceeds one-twelfth of the most recent
grant made pursuant to §570.304 shall
be remitted to HUD as soon as prac-
ticable thereafter, to be placed in the
recipient’s line of credit. This provi-
sion applies to program income cash
balances and investments thereof held
by the grantee and its subrecipients.
(This provision shall be applied for the
first time at the end of the program
year for which Federal Fiscal Year 1996
funds are provided.)

(3) Program income on hand at the
time of closeout shall continue to be
subject to the eligibility requirements
in subpart C and all other applicable
provisions of this part until it is ex-
pended.

(4) Unless otherwise provided in any
grant closeout agreement, and subject
to the requirements of paragraph (b)(5)
of this section, income received after
closeout shall not be governed by the
provisions of this part, except that, if
at the time of closeout the recipient
has another ongoing CDBG grant re-
ceived directly from HUD, funds re-
ceived after closeout shall be treated
as program income of the ongoing
grant program.

(5) If the recipient does not have an-
other ongoing grant received directly
from HUD at the time of closeout, in-
come received after closeout from the
disposition of real property or from
loans outstanding at the time of close-
out shall not be governed by the provi-
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sions of this part, except that such in-
come shall be used for activities that
meet one of the national objectives in
§570.901 and the eligibility require-
ments described in section 105 of the
Act.

(c) Disposition of program income re-
ceived by subrecipients. The written
agreement between the recipient and
the subrecipient, as required by
§570.503, shall specify whether program
income received is to be returned to
the recipient or retained by the sub-
recipient. Where program income is to
be retained by the subrecipient, the
agreement shall specify the activities
that will be undertaken with the pro-
gram income and that all provisions of
the written agreement shall apply to
the specified activities. When the sub-
recipient retains program income,
transfers of grant funds by the recipi-
ent to the subrecipient shall be ad-
justed according to the principles de-
scribed in paragraphs (b)(2) (i) and (ii)
of this section. Any program income on
hand when the agreement expires, or
received after the agreement’s expira-
tion, shall be paid to the recipient as
required by §570.503(b)(8).

(d) Disposition of certain program in-
come received by urban counties. Pro-
gram income derived from urban coun-
ty program activities undertaken by or
within the jurisdiction of a unit of gen-
eral local government which thereafter
terminates its participation in the
urban county shall continue to be pro-
gram income of the urban county. The
urban county may transfer the pro-
gram income to the unit of general
local government, upon its termination
of urban county participation, provided
that the unit of general local govern-
ment has become an entitlement grant-
ee and agrees to use the program in-
come in its own CDBG entitlement pro-
gram.

(e)(1) Transfer of program income to
Entitlement program. A unit of general
local government that becomes eligible
to be an Entitlement grantee may re-
quest the state’s approval to transfer
State CDBG grant-generated program
income to the unit of general local gov-
ernment’s Entitlement program. A
state may approve the transfer, pro-
vided that the unit of general local
government:
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(i) Has officially elected to partici-
pate in the Entitlement grant program;

(ii) Agrees to use such program in-
come in accordance with Entitlement
program requirements; and

(iii) Has set up Integrated Disburse-
ment and Information System (IDIS)
access and agrees to enter receipt of
program income into IDIS.

(2) Transfer of program income of grant-
ees losing Entitlement status. Upon entry
into the State CDBG program, a unit of
general local government that has lost
or relinquished its Entitlement status
must, with respect to program income
that a unit of general local government
would otherwise be permitted to re-
tain, either:

(i) Retain the program income gen-
erated under Entitlement grants and
continue to comply with Entitlement
program requirements for program in-
come; or

(ii) Retain the program income and
transfer it to the State CDBG program,
in which case the unit of general local
government must comply with the
state’s rules for program income and
the requirements of §570.489(e).

[63 FR 8058, Mar. 11, 1988, as amended at 60
FR 56915, Nov. 9, 1995; 77 FR 24146, Apr. 23,
2012]

§570.505 Use of real property.

The standards described in this sec-
tion apply to real property within the
recipient’s control which was acquired
or improved in whole or in part using
CDBG funds in excess of $25,000. These
standards shall apply from the date
CDBG funds are first spent for the
property until five years after closeout
of an entitlement recipient’s participa-
tion in the entitlement CDBG program
or, with respect to other recipients,
until five years after the closeout of
the grant from which the assistance to
the property was provided.

(a) A recipient may not change the
use or planned use of any such property
(including the beneficiaries of such
use) from that for which the acquisi-
tion or improvement was made unless
the recipient provides affected citizens
with reasonable notice of, and oppor-
tunity to comment on, any proposed
change, and either:

(1) The new use of such property
qualifies as meeting one of the na-

24 CFR Ch. V (4-1-17 Edition)

tional objectives in §570.208 (formerly
§570.901) and is not a building for the
general conduct of government; or

(2) The requirements in paragraph (b)
of this section are met.

(b) If the recipient determines, after
consultation with affected citizens,
that it is appropriate to change the use
of the property to a use which does not
qualify under paragraph (a)(1) of this
section, it may retain or dispose of the
property for the changed use if the re-
cipient’s CDBG program is reimbursed
in the amount of the current fair mar-
ket value of the property, less any por-
tion of the value attributable to ex-
penditures of non-CDBG funds for ac-
quisition of, and improvements to, the
property.

(c) If the change of use occurs after
closeout, the provisions governing in-
come from the disposition of the real
property in §570.504(b)(4) or (5), as ap-
plicable, shall apply to the use of funds
reimbursed.

(d) Following the reimbursement of
the CDBG program in accordance with
paragraph (b) of this section, the prop-
erty no longer will be subject to any
CDBG requirements.

[63 FR 8058, Mar. 11, 1988, as amended at 53
FR 41331, Oct. 21, 1988]

§570.506 Records to be maintained.

Each recipient shall establish and
maintain sufficient records to enable
the Secretary to determine whether
the recipient has met the requirements
of this part. At a minimum, the fol-
lowing records are needed:

(a) Records providing a full descrip-
tion of each activity assisted (or being
assisted) with CDBG funds, including
its location (if the activity has a geo-
graphical locus), the amount of CDBG
funds budgeted, obligated and expended
for the activity, and the provision in
subpart C under which it is eligible.

(b) Records demonstrating that each
activity undertaken meets one of the
criteria set forth in §570.208. (Where in-
formation on income by family size is
required, the recipient may substitute
evidence establishing that the person
assisted qualifies under another pro-
gram having income qualification cri-
teria at least as restrictive as that
used in the definitions of ‘“‘low and
moderate income person’ and ‘‘low and
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